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SSssm 1 she Soviet Onion bos developed rapidly fron a predsatlmatly 

agricultural, industrially underdeveloped country to the second largest 
•Gsawagr la the world. Forced draft industriaUxatioa, 
heevy industry, w carried out by Stalin to prevent (in Ms nerds) 
another tenting of backwar d Bessie by the sure economically ad vanced 
capitalist countries. Forced draft industrialisation continu es, and 
cow the emphasis is sure positive: Khrushchev has announced the j jyil 
catching up and surpassing toe United States in per capita production 
within the shortest possible historical period of time. This these has 

teen toed not only as internal propaganda but also to propagate the Soviet 
Faith abroad, 

Gamrtmm of the two economies of the OS and the USSR in term of 
total production of goods and services (or gross national product) will 
indicate the lSSE*s progress in its so-called "peaceful competition." 

Whereas Soviet SSP was shout 33 percent the else of the US in 1950/ 
hy 1$$$ it bed increased to 39 percent, and by 1962 it should be about 
%7 percent the aise of the US. This aeons that the Soviet economy h as 
been growing, and is expected to continue to grow through 1962 , at a 
mte roughly twice that of the economy of the United States. The annual 
srowtii of ®® > **• been naming between six and seven percent, annual 
growth of industry betwsea ten and 12 percent. These rates of growth 
«®e exceedingly high. They have rarely been Hatched in ca pitalis tic 
states except daring Halted periods of postwar rebuilding. 
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Characterist ics of Soviet qa» . 

Soviet priorities are reflected la the relative efficiency of 
wrima sectors of the eanagr. the Soviets am aoet efficient in 
tfee pmdactioa of military equipmnt and producer durable good®. They 
*** least efficient in agriculture and consuaer goods. Khea one 
c«w«rts Soviet pwa national product by sector into OS prices, 

** ism * 3 ®*^ rl » te «^-«oilar ratios, and c W the results with 
** m S? ' OSS mUciaa S^aucts, the differences la structuring of the 
tuo ecoaanies becomes rather striking, a caparison of U5SB ^ us 

***' «Wesed in 1955 dollars reveals that 
the Soviet consumer receives--!® less than half of cgp, V Mle it 
is over two-thirds of the total la the US. Cmawmm has been 
increasing moderately la the U35S, but as a shore of QS? has b een 
held at Mnimss levels, Investment, on the other hand, as a proportion 
of me in the USS 8 is significantly higher than in the m, and, further, 
investatot funds In the USSB am plowed back primarily into expansion 
of electric poweo, the me te liurgieal base, a nd into the- producer goods 
Industries, In these fields it is now 00-90 percent of actual US 
investment in 1956. Defense, as a proportion of GIF in the riryrp 
is significantly higher than in the as, in fact about double. 

Stress o nHeavy Industry 

A ecjqparisQo of total output in the two countries is similar 
^he GXP comparison* Soviet industrial production in 1956 wa$ 

•fcoafc ^ percent as large as that of the os. however, soviet heavy 
******* i* proportionately larger than this overall average, and in 
* 0 l ^p pro vec?*^® that 
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«£ the as« Output of coal la the USSR was about perc ent of that 
^ output af Machine tools about doable that of the m and 

*** 3, a»*wer, the annual additions to steal 

are row r umitog about equal la tonnage In the two 
t im output of the steel MU *qn1 jaunt industries to the 


twrountrle* to about the mm. Soviet writers caa he expected to 
mkrn the nost of toe fact that because of the drop to BE steel j*©~ 

daettoo to toe ftoet quarter of this year (1958) Soviet steel will he 
flfeeet 75 percent of the us, 

geode production coqpartooae provide a startling coa- 


ma& rafirigemtore to ©sOy froa two t» four of m 

Output > 

Hb,: «pid xate of eeoefittto growth to toe USSR to 2arp£y a res ult 
of toto Plowing bask of sassy possible ruble into toe ***»*»« of production 
tote heavy industry, 

gfeneto ea h eftoee Ptodaciaton 

£*Smm to another priority area to toe Soviet economy. n&. ^ 


***** *** fioode and services about equal to dollar v alue to 

these which toe OS to receiving. toto to possible because it devotes 
a higher prca>ortlan total output to sdlltaxy forces than ^r>es 
the as, toe average real pey and allowances provided the Soviet service - 
mm, like toe general standard of living, to very aaaeh lower toto to 
the US, and toe Soviet a r aa aeat industry to one of the USSR's mt 
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a ***» wpletgr of aiaeral*. Inadequate allocations 
funds in the past, however, have resulted in 
shor tfa l ls in ease Instances. Such shortfalls contributed 
t® the fee lfl lm to a ban d on the Sixth Five Tear Haa (1356-1960). 
Current plans eagha s lt* developaeat of ferrous astaHargy in the east, 
and apparently during the 1960*0 a third aetallurglcal ?»«««> x s to he 
established in Siberia and Kazakhstan, sv®ples»nting the «wrf 
ha«« in the Urals and the Ukraine. Soviet production in relation to 
wsrld output of iaportant aetals is around 20 percent far iron ore, 
pig iron, and crude steel end around tea percent for the msm i mp or tan t 
«c® -ferrous aetals. 

ISSR la practically self -sufficient in regard to all types 
©f primry energy production. In relation to world output the ff g g R 
pao&jces aSiout 20 percent of the coal and ten percent of the cr ude 
oil and electric power. 

® ** ihaseiil Soviet concern about raw oaterial is the cuaulatlve 
result of a su cc es sion of planning decisions which have stressed 
current growth of industrial output to the detriaent of investments 
^ materials a i pl sltatlos f ac i l ities necessary for cx g s nsi on in 

subsequent period. In response to the emergent raw aaterlale problem, 
cca iplicated by the satellite uprisings in the fall of 2 $$ 6 , 
amrS&t pi aimer s apparently hope to provide a "breathing spell* by 
planning extremely aodest output for 1957 aefl 1^8* 
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Imt fall 'SQzrwhxib&v gave estiaates far toe levels of production 
of mxima togjortaat itess fifteen years hence. At tainment ©f these 
aeals wuid fer±ag the USSK roughly up to the. present position of 
■Use US, sad Khrus hche v fcato the gap between the two Qomxt&SM& t-hts 
fee cmelderably reduced even though the OS ray sake progress also. 

(See Chart} 

4SSSBB585SB3BS. i 

ttoaxaportatioa In the USSR Is largely fr***!*^ fey the railroads 
feut i ^dle modernisation sod awpane ioa of railways continue, civ **. «■*•>* 
ffeclUtles are. also fe e ing r a pidly developed to help, support economic 
® 3P0 ®^ S * Ballroada c&rxy shout 85 percent a£ freight in the USS R, 

• e^slderehly larger proportion than the UB figure of ^ percent. 

®* *ktl net* of ’which about 30 percent lies east of the Urals, i# 

*™ 4 gangs {r) end rare than 76,000 route sties to length-second 
oaly to that of the US to this respect. The railroads axe currently 
feeing converted froe steaa to electric and diesel tract ion . 

IWar traraport to toe Soviet Union is ™»g**f*MI« with «*Oy 

2M,Q0O Mies sui table for all weather ope rations , nni«» 
rarehant fleet, apprcBcimtoly 800 vessels, handles about five percent 
of total freight traffic feut is handicapped , fey obsolescence* &fe vigwt< sa t lcn . 
effoarta are feeing sad* and the B3S& makes heavy use of western vessels 
ffer its expanding trade with the free world* She inland wat erwa y 
***** exists of about 81,000 altos of water routes feufe heavy use 
of this systea to hindered fey toe aorto-aeuto flow of the min rivers 
and fey is^redlctafeto weather conditions. 
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the QBSB's civil air carrier, tea improved its 
dCBaestic aervi.ee in the teat two years and tea erpaaded its service to 
mm-bloc countries although. the par eeat a ge of traffic it carries 
in p3TOboS>iy 11 - JdLx teH 0Qg|gj^jtsg 

aitt Finland, Austria, Afghanis tea, Yugoslavia, Berway, Betaaeak, Sweden, 
«a& tte IE. She first Soviet 4et transport, the fU-XOt, appeared 
outside the ties in March 1956 and is being used Increasingly m. 
both dooestic and foreign routes. Otter new aircraft including the 
turbcgpacps ISoakm (Xl-ld) and Stamina (AM-10 } are to he placed m. 

3 P $ jpA&T £ OHf $$ g | 0 OOUs 

Ig ^ SS ^ Sg . 

The historical neglect of agriculture in the USSE has restricted 
tim rate of increase in the standard of living for an expanding 
population in the past. Stmt ly, however, the Soviet Union tea 
1 st ^ a iiitii oa its pol j<*y of <Mi3Lf ia j^gp** cni teil 

ja5iQfiii0%0 Accc^isiiig fffff q ypj , . 

coy^tyriii j^pg^i £&s? goods# it 

la ngur? ^0 gjv^e S&tSUCfc&iCSi tO f dlSMSlslC 

production i amt to- ^csAcbicu ygp with the np&V* JU& its pcx c&plia 
production of agricultural products. One of the meat recent moves 
tft incrfc&BC tllS SfTiOiS&C SQT Of SOY&et ffcg ^Cti XtaECS in j EftaBiafcgy Of 
i^| sbsiii gbyy sb sfasY tbs {Mtsit wapiti t fatl *witfT s inter 

since the collcc ti viaation of Soviet agriculture in the 1930’s, 
tbs w GQ& !ff &s& aast & /**> of tbs swsbtos 'to&ctrox* fen*** i r^to a sl 

f^f ygfl ,f la tb s coua'tey&lte &XVS 

to ta o^Erraxtod to ispsir fftatloos tisdr swfetoafi Qf ffp j ffi to tbs 
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and t are among the country 'a most is^ortant Agricultural 
srodueta. Ttm Soviet Union le one of the world’s largest gr ata 
producers and eps rgtil y eaters the grain export market, al tho u gh to 
a auch lesser extent than in the prerevolutionary period. Total 
grate production in 1957 was around 100 Billion metric tons, a drop 
trm the peat year of 1956 when the grain harvest was estimated at 
approx, i sjutely 115 million bus trie tons. Substantial increases in 
amt and jsiljt production in 1957 over 1956 resulted from an incr ea se 
in fodder available frost the record X956 harvest. 



Growth considerations, in addition to consideration for the 
Soviet consumer , seem to explain the current ambitious agr icultura l 
*"* ^ iOUSia S programs. tBaese ameliorative programs continue the post- 
Stalin trend toward sup p la nt i ng coercive controls with more effic ien t 
incentives . Allocations of seme hey goods and services, such as 
h^jsteg, through the ecploying enterprise, will promote the desired 
allocation of incre a si ng ly scarce labor resources and p ossibly increase 
labor productivity. 

Ttsc homing program is aimed at wiping out the housing shortage 
in the USSR te the next 10-12 years. She decree was issued in mid-1957 
and reaffirmed the Sixth Five Year Plan housing targets at a 
when the plan- as a whole was being abandoned as too ambitious, s&ds 
actios and Khrushchev's meat and milk drive illustrate the fact 
that much greater attention is being devoted to the consumer ■ j-.Kjar was 
the case under Stalin. If these programs retain their present priority. 
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capita consusption in the USSR may go about 2<# over the 
«**fc five years. 



Steeiga trade is used as a political instnraaat rather 1dm 
to ocoaaaic necessity by the Soviet Obion. Sc*ever, since Stalin’s 
death, the basiely autarchies! attitude has been partly modified to 
•How economic interdependence among Ccaacrunist bloc countries. The 

p0stvar Stalin ®* ict obtaining even that which was dras tically 

«©erior and less eagmsive from the West has been abandoned, 

Soviet foreign, trade during the past two years with the r*m - 
Cooffluniet world has increased at a acre rapid rate than H a t with the 
Um * Sstiaates for 1957 indicate that nearly all of the #1 bOliap 
increase in foreign trade is accounted fear iy expended trade with 
*** free world* la 1957 Soviet foreign trade totaled $ 8.25 billion 
ctf which free world trade equaled about $ 2,75 billion, 

■^bout 7 ® percent of He USSR *» increased non-bloc trade in 
1957 ws with the industrial nations of Western Europe, An in- 
creasingly percentage of purchases from these countries is composed 

of manufactured goods Including mschiae*y and equipment for Soviet 
industry* 

large single items of Soviet imports frcaa industrial countries 
*** ****#•*. ■® Bd 125011 sheel products* trade returns indicate 
that the is widening its range of machinery and eqx&pBKait purchases, 
bmmv^t. In 1957 the USSR imported large numbers of turbines and other 
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•fstfapwafc Iter the development of Its electrical power, as mXl as 
* S4pm *** kt las«rts of electrical motors, it is «!«> increasing 
W&hmvm of equijsent for coaeuEer goods toduatrles sue h m textile 
stfllB, food processing pl a nts and tobacco factor ie s » 

***** ****** the ossa is also exporting a wider range of 
■asufsefcured i tem - to- the free wrld* Such esp a r to axe ends 

to toe underdeveloped countries. Soviet trade *ht+*» these 
aaB6a * Is grow lag «®*dly and te 1^7 totaled about #700 Mllico , 
aSssost doofele that of tbe preceding year . At least one-third of 
Soviet exports to these areas now involve aechiaery, transport 
•gaisaeat and other onnufacturcd goods. 

Sheas cnqpoarta are eaqpected to grow as toe QSSS further 
deliveries under its ecorcade development loans providing tor toe 
wetrtoMon of steel ptonto, machine producing facilities, and a wide 
* s4 ^ r ** oonsuw goods factories as well as eguipa&nt for power 
««s^»t and water conservancy. Ike USSR is alto ex porting 
thmasad s of vehicles ann i t a lly to toe underdeveloped areas. 

Sllfc tejjfelfwtlr 

She face of the Soviet ccon o sy 15-20 years from m and cooee^aent 
tofeurlrfal ailitoxar posture as wall a» toe standard of living of the 
Soviet citisea depends on toe future rate of growto. fr» 
3^0-19^5 ipsswth of USP averaged about seven percent per year . 

*w»«»t Soviet plans tor the nest 15 years iagdy a slight decline-to 
■tout 5-5 to 6 percent a year • 


Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 00090089-0 


Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 00090089-0 

- JjQ - 

33» sli g h taloudoun results partly txm raw mterlal problems 
have arisen. as. tie growth cat the- eaaaaaff has the 

erploltatioa of less favorably located gjaer al desalts* 

^ ce3 ^ ae resulted free so m diversion of rosoorcas to ho using 

aad agriculture at the expense of heavy industry. 'ftie diversion, 
hewwa? # is intended to provide effective incentives for 
efficiency to awnagement and labor alike. 

I& assessi n g the future, the striding flexibility of the present 
®wi*t l ead e r s oust be considered. JQxruabchev* especially , has 
d®Ka«tiSted a wi ll ingnes s to abandon and drast ically modify 

established institutions as lie continues the of the 

Seviet economy in a search for economic efficiency. 2is moz &mlmtim 
iafl^strial mvagsmat lest year and decision this year to transfhna 
agricultural Institutions are the major eaaagbes of this flexibility. 
Another factor to be co ns idered in assessing the future is l ncrcsei 
b«a^it» of the major postwar investment in the training of industrial 

Actors - -flexibility — especially towards institutions, 
unprecedented concern with incentives and an abundance of en gineering 
talent— may provide the f oun d atio n for overcoming manager ial in- 
^fieieney Tdiicb rem ai ns one of the staabllng blocks to the achievement 
®f the long-term Soviet goals . A yardstick for taeasREeij ig economic 
efficiency— probably a pricing system which reflects both cost m& 
relative scarcity— is the most important tool for both than 

mnager and t hose who must judge the ganager. 
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fe balance* a continuing high rate at growth for the Saytet 
felaa ma be anticipated as long as rapid growth nsw&m a «ger 
satiifflBl abjective, teeming that Shrashcher*® basic ispco«»est 
cf the Soviet nysten achieve only sufficient success to present a further 
ia rate of growth* by 1972 the Soviet steel output 
weald <3odble~-t© between 100 and 120 amion teas. 33® en er gy 
base would about triple with electric power output up to between 
feO and 900 kilowatt boars and setzdetsa to between $50 m& kOO 
toss* Also, with so r s a gpor tlccBBat of priorities ■*«»**«[» 
industrial objectives mmvBsgfc&m, for the estlmted 2?0 MMhm 
Soviet eltiaeas would have iocreaaed, oca oar c*n i t» wi» ^ 
aoae than fiO percent* The diet would be greatly iasgroved y** the 
jwweafc 13 X 13 room for the average ftePy of four would be 

by at least a two rocaa aptrfemt with kit chen m& bath, 

® - ® s ® Be ex pe n d i tures will have increased — os a «■»»>«+■* , »*. jjj^ee 
base— be about double those of 1957# sous 40 billion as 1955 dollars* 
Woallgr the by then not so backwards nation s of kai& m& 

****** mm be roceiving a billion dollar* worth of aid annually. 
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